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‘The Dominion Coal Company, the Nova Scotia 
Steel & Coal Company, the Acadia Coal Company, 
and the Cumberland Railway & Coal Company, 
carrying on the business of coal mining in the 
Province of Nova Scotia, and producing by their 
operations eighty-nine per cent. of the coal output 
of that Province, desire to present for the consid- 
eration of the Chairman and Members of the Advis- 
ory Board on Tariff and Taxation, a Brief dealing 
with matters pertinent to References 3 and 44, Coal 
and Coke. 


IMPORTANCE OF COAL AND ALLIED INDUSTRIES 
TO THE PROVINCE OF NOVA SCOTIA 


1. To few comparable communities is a single group of 
industries so important as is the coal industry, and the neces- 
sarily related steel industry to the Province of Nova Scotia. 
The singular importance of coal and steel to the province may 
be seen from the following table: 


Value of Nova Scotia Output, 1926 


Coal inn 2 eae 26.8 million dollars 
Iron and Steel .......... = jh M Vy 
Ota ere eee 41.2 a y 
Less: 
Coal consumed by 
the steel industry ... 3.2 = * 
88.1 a «é 


2. The product of these industries is greater in value than 
that of any other in Nova Scotia except agriculture, and 
agriculture itself has an indirect but very important interest 
in the coal and steel industries. The relative size of this 
combination of industries will be more clearly appreciated if 
we state that only seven or eight of the major manufacturing 
industries in the much more populous Province of Ontario 
have an output equal in value, and in still fewer cases has the 
output so large a net value as in the case of the Nova Scotia 
coal and steel industries. 


3. Steel and coal have a very direct importance to Nova 
Scotia, (and through Nova Scotia to Canada) because of the 
large sums of money annually disbursed in salaries and wages 
to the people of that province. In the year 1926 the com- 
bined Coal and Steel industry expended directly for wages 
and salaries in Nova Scotia a total of 18 million dollars. This 


ae 


huge disbursement means $36.00 annually for every man, 
woman and child in the Province of Nova Scotia. No single 
manufacturing industry in Ontario paid as much in (1925 as 
18 million dollars directly in wages, and none pays “wages 
equal to $36.00 per capita for the entire population of the 
province. One would have to combine about one- third of the 
manufacturing industries of Ontario to obtain _a per _capita 
wage payment in that province equal to that paid by the coal 
and steel industries of Nova Scotia. 





4. Figures drawn from official sources fail to show the 
full importance of the industries in that labour employed 
in services auxiliary to coal and steel is excluded. In 1927 
the payroll of the British Empire Steel Corporation amounted 
to 24.4 millions of dollars for an average of 20,000 employees 
—the average amount per employee being $1200. From these 
figures it is necessary to exclude 2,208 employees and $2,172,- 
000 in wages, to obtain a measure of the employment provided 
and the wages paid in Nova Scotia. This will leave 18,000 
employees and 22.2 million dollars in wages and salaries. To 
these figures it is safe to add 1,500 workers and 1 2.1 million 
dollars for coal mines other than those of the British Empire 
Steel Corporation, giving 19,500 employees and a pay-roll of 
24.3 million dollars. Thus probably between 80,000 and 
100,000 people, or over one-sixth of the population of the 
province, are directly dependent on the steel and coal indus- 
tries which pay directly in annual wages and salaries in 
Nova Scotia $49.00 for every individual, or from $200 to 
$250 for each family in the province. It must be remembered 
that in addition to those who draw wages from these indus- 
tries there are many thousands of others who indirectly de- 
pend upon them because of the importance of coal and steel 
to the railways, to shipping, to agriculture, and to the manu- 
facturing industries generally. 


5. Of importance also is the contribution which coal 
mining makes to the Nova Scotia Treasury. In 1926 mine 
royalties (almost wholly coal royalties) amounted to some six 
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hundred thousand dollars, about 12%of the total Provincial 
revenue, including subsidies. Royalties were exceeded in 
amount by only one other single item—the corporation tax— 
to which the coal and steel companies were large contributors. 


6. By reason of the volume of output, the relative im- 
portance of that output to the community in which the indus- 
tries are located, the volume of the employment offered and 
by reason of the amount of wages disbursed on account of 
that employment, the prosperity of the coal and steel indus- 
tries of Nova Scoita is vital to the welfare of that community, 
and vital to a degree which is shared by few other industries 
and few other communities throughout the Dominion of 
Canada. 


THE PLACE OF THE COAL INDUSTRY IN THE 
PROTECTIVE SYSTEM 


7. The Coal Duty an Integral Part of the Tariff 


Protection to industry was established comprehensively 
in Canada in 1879. In that scheme of protection the coal 
industry was given a logical place. Indeed even before the 
general system was put into effect a duty on coal had been 
temporarily imposed as early as 1870. 


Chronology of the Duties on Coal and Coke 


Dutieson Bituminous Bitum. Slack Anthracite Lignite Coke 
1879.... 50 cents 50 cents 50 cents 50 cents 50c per cwt. 
1880.... 60 cents 60 cents 60 cents GORcentss eee sae ste 
SSS acre Mamma, coe « 20:76) ead ee Nie eee ten eae eee 
TSSDe cee gl Pies sies io Le Maacsee > ie Lee oC Pre Gas Coke used 
by Mfrs, Free 
LSS Tce hl cerste cioten cou) me hetieeeNs Hree!* aly = ve Gane hn) mean ee rotate 
1894.... AA Oe efedean be Serer etecei Da hull Algae col evonevs All Coke Free 
LOT AOC C Ns Lon. 520 7enU i a ae eer ee er eT ee ae 
LOOT Me cnebi 457 b8e., LOIS SLAC oe ce Penner Ot Mme Rye 
LOD Sictare casey te ercvevcro es (Lode have distekoeee & Meee rere tier Breet! Aes bac cece 
DASA yer libea ni Ime inee imei | anaes bo Mates | Gooudh 
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8. From the foregoing presentation of the history of duties 
on coal it will be seen that for fifty years a duty of approxi- 
mately 50 cents a ton has been imposed on imports of bitumi- 
nous coal. The variations in the rate have been more apparent 
than real, in that, prior to 1897, the duty was reckoned on 
the gross ton, and since that date on the net ton. This duty 
which has probably been more stable than any other duty in 
the tariff, has been recognized as an integral part of the 
protective system. The entire scheme of the customs tariff 
was built up with full knowledge that there would be, and 
recognition that there should be, a duty on bituminous coal. 
It is fair to presume that in the protection given to the manu- 
facturing industries of the country reasonable allowance 
was made for the amount of protection which it was consid- 
ered equitable to give to the coal industry. 


9. It follows that while the protective system remains it is 
but common justice that the coal duty should also remain. 
We submit that it is fundamental to national justice that the 
benefit of protection should be equitably distributed to different 
industries and different communities. The coal industry 
must receive its fair share of protection if Nova Scotia is 
to be equitably treated, for it has been shown beyond doubt 
that Nova Scotia is dependent to a peculiar degree on the 
coal industry. 


10. Relative Protection to Coal 


Average rate of duty on all dutiable commodities,1926-7 24.1% 


Average rate of duty on bituminous coal imported........... 24.4% 
Average rate of duty on all commodities dutiable and 

hay gl ota rs aoe 8.0 ani Pi EN RO te CO 15.4% 
Average rate of duty on all coal dutiable and free.......... 10.5% 


The above percentages show that even superficially the 
coal industry is receiving no more than its fair share of 
protection, but there are certain considerations to be dealt 
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with which bring it about, that a comparison of nominal 
rates as shown above does not show accurately the relative 
real rates. 


11. The first consideration affecting the calculation 
of the real rate of the protection afforded Canadian labour 
applied in the coal industry is found in the high proportion of 
labour contained in the final value of-coal. 


NOVA SCOTIA COAL MINES 


Analysis of the Cost Dollar 


Each dollar expended in mining coal in Nova Scotia in the 
year 1927 was divided as follows: 


For wages and Salaries neces cence 69.68 cents 
“ materials and SUPP]iCS 2... 15.64 
“ workmen’s compensation ... UG)5) 
GS nieidoct, hovel) haleybagenaley tee 1.28 
“Royalty to Nova Scotia Government.... Pas Pe 
“ depreciation of plant and depletion of 
Wy aos he de EP Ra SEN eh tenet 4.33 


interest on funded and floating debt...... 4.20 





100.00 cents 


As shown in the above analysis of the “cost-dollar” the 
expenditures on wages and salaries in the coal industry 
are approximately 70 per cent. of the value of the 
product. Most of the remaining costs represent expendi- 
tures in Canada, and thus indirectly expenditures for Cana- 
dian labour. It is not possible to make extended calculations 
in other industries but it is submitted as being apparent that 
the values of few of the products of Canadian industries are 
made up so entirely of expenditures on Canadian labour and 
industry. In some cases the expenditures on Canadian labour 
do not exceed a small percentage, and hence it follows that 
the average rate of duty on all dutiable commodities quoted 
above as 24.1 per cent. represents to most industries a con- 
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siderably higher rate of real protection; therefore the same 
nominal protection to coal as to other industries means less 
real protection to labour applied in this basic industry. 


12. It may not be considered irrelevant here to point out 
in a digression that though 24 per cent. is the nominal pro- 
tection given the production of coal, yet the abolition of the 
duty could only bring a reduction in price of less than 
10 per cent. because of the large proportion which transporta- 
tion represents in the final cost to the consumer. 


13. It has been pointed out that coal is a product with 
less than average real protection. The reasonable presumption 
is that, aside from its importance as a revenue producer, the 
protective tariff is designed to give the products of labour 
applied to industry in Canada an advantage over labour 
employed elsewhere. From the foregoing calculation, it will 
be evident that the advantage given to labour applied in most 
protected industries in Canada is greater than the advantage 
given to labour applied in the mining of coal, even if the duty 
of 50c. were collected on all bituminous coal entering Canada. 


Special Privileges to Certain Users of Bituminous Coal 


14. But the very important fact is that the duty on coal 
is not effective on all bituminous coal entering the country. 
Since 1907 certain industries, themselves for the most part 
protected, have been allowed rebates of duties paid on bitumi- 
nous coal. 


History of Drawbacks Allowed on Bituminous Coal 


Year 

1907 1001. Oil, fuel and other articles not machin- 
ery, when entering into cost of binder 
twine, madelin: Canada swe ss eee 99% 


1019. Bituminous coal when imported by pro- 
prietors of coke ovens and converted at 
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their coke ovens into coke for use in the 
smelting of metals frOM OLES ......eeeereeeeees 99% 


1914 1019. Bituminous coal when imported by pro- 
prietors of coke ovens and converted at 
their coke ovens into coke for use in the 
smelting of metals from ores, and in the 
melting of metals 21220. 99% 


1925 1049. Bituminous coal when imported by pro- 
prietors of by-product recovery coke 
ovens and converted into coke at their 
by-product recovery coke OVENS... 99% 


1928 1065. Bituminous coal when used in melting, 
evaporating and preparing salt produced 
in) SCAN Se ee ee 99% 


1928 1066. Bituminous coal when pulverized by pro- 
prietors of rolling mills for heating iron 
ang \eteel (i.e eine ee er eee 99% 


15. A deduction of the amounts paid in drawbacks in 


1926-27 ($624,000) from the total duties collected on bitumi- 


nous coal would reduce the average nominal protection given 
to the coal industry to about 22 per cent., a loss of about 10 
per cent. of its protection, but as will be shown later the im- 
portance of these drawbacks is greater than these percentages 
would indicate. 


16. It is of interest to note also that coke, which is bi- 
tuminous coal transformed by foreign labour into a different 
form, enters Canada free. 


17. The present situation is that a basic industry which 
is engaged in the recovery of great natural resources, and 
which already had a real protection under the tariff less 
than that afforded to the average protected industry, has been 
required to give of its slender protection not so much to the 
consumer, as to other producers some of whom are already 
themselves protected. 


THE RELATIVE IMPORTANCE OF NOVA SCOTIA 
COAL 


18. In view of some of the ingenious arguments put for- 
ward in its brief by the Crow’s Nest Pass Coal Company, and 
because of some erroneous deductions which might be drawn 
therefrom, it is necessary to refer to some factors affecting 
the Nova Scotian coal industry at the present time. 


19. A specious argument was adduced by the Crow’s 
Nest Pass Coal Company in its reference to the coal resources 
of Canada. Quoting from Dowling’s well-known “Coalfields 
and Coal Resources of Canada,” the brief stated that the 
actual coal reserves of Nova Scotia were estimated to be 
two billion tons, while those of the Crow’s Nest district 
were approximately 22 billion tons. The inference doubt- 
less intended to be drawn from this reference was that 
the future lay with the coal industry of the Crow’s Nest 
Pass and that the coal industry of Nova Scotia had reached 
its final phase before dwindling to insignificance. Figures 
which extend beyond millions are apt to be misleading to 
most of us, and against this evidence can be set the more 
definite statement concerning coal reserves in Nova Scotia,— 
“There is now sufficient coal virtually proved by existing 
workings to maintain the present rate of production for 200 
years” (Gray: “Undersea Coal-mining,” page 42, Proceedings 
of Empire Mining and Metallurgical Congress, 1927). Ad- 
mitting Dowling’s figures and the contention of the Crow’s 
Nest Pass Coal Company that their coal reserves are suffi- 
cient to maintain an annual output of 22 million tons for a 
thousand years, and going still further and suggesting that 
their reserves might maintain their present output for forty 
thousand years, it is contended that in all these calculations 
the next 200 years are likely to be the most important even 
for the most far-seeing statesmen. The really salient fact is 
that in 1926 the Nova Scotia coal industry produced 6,700,000 
tons of coal while the British Columbia coal industry had an 
output of 2,600,000 tons. Against the output of 670,000 tons 
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by the Crow’s Nest Pass Coal Company must be placed the 
output of 6,000,000 tons by the associated coal companies of 
the British Empire Steel Corporation. Whatever may be the 
trend of the industry in future centuries, the present fact is 
that over one-half of the bituminous coal output of Canada 
comes and has always come from the Nova Scotia coalfields. 


Output of Coal from Mines of— 


Dominion Coal Co. Ltd. 

Nova Scotia Nova Scotia Steel & Coal Co. 
Acadia Coal Co. Ltd. 

Cumberland Rly. & Coal Co. 


(in thousands of net tons) 


1874 ore O73 WY PM a eee. 

1S80 eee DLS eee 0p kee ee 

LB OO Reems PAGES gm gw UE Eile km 

LOO Q Tee eee SOSA Sr MN A TG ibe: eee 

LOLO ee ae OSes OPEN ary Mie pce tee 

LOLS Saree 7,980 1918 seas 7,198 
LOU ee ee 7,371 MOA Goss ores 6,648 
LOLS ewe 7,463 L015 dee 6,714 
LOT Giga ee 6,912 191 Giae soe 6,098 
ARS MR GT Uns Ll 6,327 LOL Tee ens 5,475 
LOLS Vea. 5,819 1913S hs 4,982 
LOL Otel shes 5,790 LOU eee 4,924 
1920 eh eee 6,487 T9207 Meee 5,410 
NS Va es ERIE 5,735 LOZ Dees 4,925 
O22 yea 5,569 O22 Petes 4,740 
LOZ Bee 6,598 1923 eee 5,748 
1924 eee 5,557 19242628 4,889 
192 bee eee 3,842* L925 eee 3,090* 
L926 See 6,747 1926 2 5,983 
OZ Tree eel oe 6,313 LOOT reek 6,298 


*Strike. 
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THE PRODUCTION OF COAL IN NOVA SCOTIA 


20. Coal has been mined in Nova Scotia for many years 
and few coal fields have so consistent a record of profitable 
operations. The industry is not, however, on account of its 
age to be considered as approaching a period of decline. On 
the contrary it has entered a new and most important stage 
of development. 


21. Such difficulties as have to date accompanied the 
mining of coal from under the sea are associated with the 
gradual extension of land workings under sea territory with- 
out very definite planning, and the mining of coal along the 
fringe of the coast line at a depth below the sea floor not 
great enough to permit of total extraction of the coal seam. 
These conditions—which coincided with the disturbed post- 
war period—constitute the passing phase of the initial and, 
to some extent, the experimental stage of winning the under- 
sea coal. Asa result of this initial work, the Sydney coal field 
is now fully proven and developed along a sea frontage of 
30 miles of continuous and unbroken coal-bearing strata. 
Mining has proceeded to a maximum distance from shore of 
about two miles. A thickness of strata between the coal seam 
and the sea floor has now been attained, permitting the total 
extraction of the coal seams, which have proven to be of 
normal height and quality over this frontage and are believed 
to extend indefinitely seaward. 


' 22. It has been found possible to mine coal under the sea 
under a depth of strata permitting of total extraction by the 
use of longwall faces, mechanical coal-cutters and mechanical 
conveying belts at a cost of mining much lower than was 
possible where more shallow cover of strata did not permit 
total extraction of the coal seam. 


23. The initial stage of proving the existence and recov- 
erability of a coal field of unique extent and accessability 
extending under the sea has been successfully passed, and a 
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second stage of much greater national and economic import- 
ance has commenced. There are coal resources in the sub- 
marine extension of the Sydney coal field alone to ensure an 
annual production at the present rate of probable coal require- 
ments of the territory now served by Nova Scotia coal in 
Eastern Canada for several centuries. 


24. The process of developing the submarine coalfield to 
a point where total extraction is permissible, and the intro- 
duction of mechanical cutting and conveying devices, com- 
bined with a larger use of electricity underground, has been, 
and will for some time, continue to be a gradual one. It will 
be appreciated that careful planning must precede the large 
capital expenditures involved, but if protection to Nova Scotia 
coal mining is maintained at this time, there is every reason 
to believe that larger annual coal outputs than have hitherto 
been obtained, may be produced at a reasonable cost of mining 
over an indefinite period to come. 


25. Competition from the United States 


Conditions in the bituminous coal industry of the United 
States have been abnormal for some time. The large number 
of independent operators has brought overexpansion and dis- 
organized chaotic production. The whole Canadian coal mar- 
ket has been subject to abnormal competition from an industry 
declared by Commissions and Congressional Committees to 
be in a state of chaos. It may be pointed out that the regular 
duty on coal, in part, must take the place of a dumping duty. 


26. Discrimination Against the Nova Scotia Coal 
Industry 


It has been shown in the earlier part of this brief that the 
coal industry of Nova Scotia is an industry of relatively low 
protection. It has been shown further that the industry is 
vital to the economic life of Nova Scotia; that it is not a 
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declining industry but one that is just entering on a new 
phase—a period of transition which if carried through will 
result in the further development of a great national industry, 
and if checked by discrimination will jeopardize great natural 
resources. It has been shown further that it faces, from the 
United States, the keenest kind of competition, viz., that of 
disorganized and overexpanded production. 


27. Drawback 1019, which permits a rebate on coal con- 
verted into coke for metallurgical purposes is of particular 
importance to the Nova Scotia coal industry through its effect 
on the Nova Scotia steel industry. This drawback is a valuable 
benefit and furnishes additional protection to industries com- 
peting with the Nova Scotia steel industry on which the coal 
companies depend to a great extent for the sale of slack coal, 
and for the sale of winter coal. 


28. In 1927 the Steel plants in Nova Scotia consumed 
800,000 tons of coal representing 14 per cent. of the output of 
the companies presenting this brief. In 1913 the steel plants 
consumed 1,500,000 tons or 22 per cent. of that year’s output. 
Since a demand for coal is a demand for labour the shrinkage 
in the coal consumption of the steel plants has had a propor- 
tionate effect on the wages disbursed. The coal requirements 
of the steel plants are of even greater importance, however, 
than these figures would indicate, since coal to fill a large 
proportion of these requirements can be mined and trans- 
ported during the winter months when transportation to the 
St. Lawrence ports is impossible. 


29. Whatever affects the demand of the Nova Scotia steel 
plants for coal is of vital importance to the coal industry of 
Nova Scotia. Under Drawback Item 1019, a discrimination is 
set up against Nova Scotian steel industries which handicaps 
them in competition with industries using foreign coal, thus, soot ie r= 
directly penalizing Nova Scotian labour occupied in the pro- 
duction of coal in favor of foreign labour occupied in the pro- 
duction of foreign coal. Protection is applied in the case of 
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the Nova Scotia industries to a larger amount of Canadian 
labour than in the case of steel industries using foreign coal 
and hence it represents a lower rate of real protection to the 
former and a discrimination against them. 


30. In 1926 representations were made by the Province 
of Nova Scotia, the British Empire Steel Corporation and the 
National Trust Company as Receiver and Manager of the 
Dominion Iron and Steel Company, to the Commission on 
Maritime Rights presided over by Sir Andrew Rae Duncan. 
Recognizing the vital importance of the industries and the dis- 
crimination from which they suffered under Drawback Item 
1019, the Commission recommended as a specific remedy, that 
a payment of 50 cents for each ton of Canadian coal con- 
sumed, should be made by the Government of Canada for the 
use of Canadian coal in compensation for a similar payment 
made to steel plants using foreign coal. 


31. Drawback 1049 provides for the payment of a rebate 
on coal imported for conversion into coke in by-product coke 
ovens. The object of the drawback as stated was to relieve 
the Canadian people from dependence on American anthra- 
cite. The result has been quite different from that intended. 
It is hardly to be expected that the Government wished merely 
to transfer Canadian demand from American anthracite to 
American bituminous coal, although this has been the effect 
of the drawback up to the present. The legislation is supple- 
mentary to the provision in the Domestic Fuel Act for the 
payment of a bonus on capital expenditure to concerns con- 
structing by-product coke ovens and using Canadian coal to 
the extent of 70 per cent. of their consumption. Unfortu- 
nately, up to the present no coke company has taken advan- 
tage of the bonus thus offered. The effect of the operation of 
the drawback and the non-operation of the bonus offered 
under the Domestic Fuel Act has been to encourage the con- 
version of United States coal into coke in Canada while no 
equivalent encouragement operates for Canadian coal. 
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32. Without entering into a technical discussion of the 
exact qualities requisite to a good coking coal, it is confidently 
stated that the product of Nova Scotian collieries is well 
adapted to coking purposes, as is that of the Crow’s Nest 
Pass. For certain types of coke, it will doubtless not be pos- 
sible to use Canadian coal solely, as it is a frequent practice 
to mix the coals of more than one producing field (whether in 
Canada or in the United States), in order to obtain the exact 
qualities in coke for particular purposes. 


33. It is submitted that the avowed policy of the 
Government would be more surely attained, with equity 
to the producers of coal and of coke alike, Tein 
compensation for the rebate now paid on United 
States coal converted into coke in by-product coke 
ovens, a corresponding bonus of 50 cents per ton were paid 
on Canadian coal converted into coke. The inconsistency in 
the tariff complained of by the Canadian Gas Association, by 
which coal converted into coke in by-product coke ovens re- 
ceives a rebate of duty, while coal converted into coke in gas 
retort ovens is entitled to none, could be fairly removed if 
Item 1049 were enlarged to provide for a drawback of duty 
on coal imported for conversion into coke by any process and 
if a compensating payment of 50 cents a ton were made on 
Canadian coal converted into coke by any process. 


SUMMARY 
34. In this brief it is contended that 


(a) the coal industry and the naturally related steel industry 
are peculiarly vital in their importance to Nova Scotia 
and through Nova Scotia to Canada. 


(b) the coal industry is one of relatively low protection and 
is in justice entitled to retain that protection, as long as 
a general system of protection to labour applied to indus- 
try in Canada is maintained. 


(c) 


(d) 


(e) 


(f): 


(g) 
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the coal industry is subject, on account of the over- 
expanded and chaotic production of coal in the United 
States to a degree of competition which is abnormal. 


the policy of rebating the duty on coal imported for con- 
version into coke for metallurgical use constituted dis- 
crimination against the users of Canadian coal for simi- 
lar purposes. 


the encouragement offered, under Drawback Item 1049, 
to the importation of foreign coal for coke-making pur- 
poses operates, in default of an equally powerful encour- 
agement to the use of Canadian coal in the making of 
coke, as a discrimination against and as a discouragemen¢ 
to the Canadian coal industry. 


the above mentioned discriminations should be removed 
by putting immediately into effect the recommendation 
of the Commission on Maritime Rights that a bonus of 
50 cents per ton be paid on Canadian coal converte’ into 
coke for metallurgical purposes, and by providing for the 
payment of a similar amount on coal converted into coke 
in by-product coke ovens or by any other process. 


the principle should be established that if it is deemed 
wise to grant a drawback of the duty on bituminous coal 
when used for a specific purpose an equal and compen- 
sating bonus should be paid to Canadian coal when used 
for the same purpose. 


























